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CONFIDENTIAL SEOUL 7253 

GENEVA FOR PHELAN; STATE FOR EB/FTD: STATE PASS STR 

E.O. 11652: GDS 
TAGS: ETRD, HK, US 

SUBJECT: TEXTILES: HONG KONG TSB ACTION 

REF: HONG KONG 10367 

1 . RE CAT. 120, USG HAS UNDERSTANDING FROM GENEVA TALKS THAT 
THIS ISSUE TO BE RESOLVED AS SOON AS SCHEDULE PERMITS WITHIN 
90 DAY TIME PERIOD AGREED FOR SUSPENSION OF ACTION. ACCORD- 
INGLY, U.S. DEL NOW IN KOREA REQUESTS HONG KONG SUGGESTIONS 
ON APPROPRIATE TIME, PROCEDURE, AND VENUE FOR BILATERAL CON- 
SULTATIONS TO RESOLVE MATTER. WE WOULD NOT, HOWEVER, WISH 
TO RULE OUT SOLVING MATTER BY TELEGRAPHIC CONSULTATION. 

2. RE OTHER CATEGORIES, INITIAL REACTION OF U.S. TEXTILE 

DEL NOW IN SEOUL TO HKG INTENTION TO BRING USG TO TSB IS ONE 
OF AMAZEMENT AND ANGER. THE HISTORY OF THESE CALLED ITEMS 
OVER PAST FEW MONTHS HAS BEEN IN ESSENCE AN EFFORT BY BOTH 
SIDES TO QUOTE LOW KEY UNQUOTE THE MATTER DURING NEGOTIATION 
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OF NEW BILATERAL AND DRAFTING AND EXCHANGE OF DIPLOMATIC NOTES 
FOR THE NEW BILATERAL AND THE THREE MONTH EXTENSION. 

3. AFTER THE USG CALLED THE HGK ON THESE AND SOME OTHER ITEMS, 

WE DISCUSSED THEM IN LYON AND IN GENEVA DURING THE BILATERAL 
NEGOTIATIONS. WE REACHED AGREEMENT ON SOME ITEMS: ON OTHERS 
WE DID NOT. PETER TSAO THEN ASKED USG TO IMPOSE CEILINGS 
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ON DISPUTED ITEMS, AS PROVIDED FOR IN EXISTING BILATERAL. WE 
DID SO ON SOME AND, AGAIN AT TSAO REQUEST, COMPUTED THE NUM- 
BERS ON A 15 MONTH BASIS; BOTH SIDES AGREED THAT BEST COURSE 
WOULD BE FOR U.S. TO IMPOSE CEILINGS SHORTLY AFTER INITIAL 
ING OF MEMO OF UNDERSTANDING. IN DOING SO, BOTH SIDES 
RECOGNIZED MATTER WAS NOT NECESSARILY FINALLY RESOLVED, IN- 
CLUDING HKG RIGHT TO REFER MATTER ULTIMATELY TO TSB, BUT 
INITIAL ESTABLISHMENT OF 15 MONTH NUMBERS AT LEAST ENABLED 
HKG TO RESUME AUTHORIZING SHIPMENTS AND BOTH SET ASIDE THE 
ISSUE DURING THE BILATERAL AGREEMENT NEGOTIATIONS. 

4. WHAT IS NOW SO ASTOUNDING IS THAT HKG, WITHOUT SO MUCH 
AS AN IOTA OF WARNING BEFORE PUBLIC ANNOUNCEMENT OF ITS 
INTENTIONS, IS GOING TO BRING THE CASE BEFORE THE TSB WITH- 
OUT MAKING ANY EFFORT AT BILATERAL RESOLUTION OF QUESTIONS 
WHICH HAD BEEN EFFECTIVELY SET ASIDE AT BOTH SIDES' REQUEST 
PENDING NEGOTIATION OF MORE IMPORTANT MATTERS, I.E., THE NEW 
BILATERAL. IN OTHER WORDS, HKG SEEMS BENT ON A COURSE OF 
AVOIDING A BILATERAL SOLUTION IN CONTRAST TO ITS EARLIER 
PRACTICES AND, INSTEAD, ENDEAVORING TO TRY ITS CASE BEFORE 
THE TSB. 

5. U.S. TEXTILE DEL IMMEDIATELY SUSPECTS BILL DORWARD S FINE 
HAND HERE AND AN EFFORT TO QUOTE GET EVEN UNQUOTE FOR THE NEW 
BILATERAL WHICH HE DOES NOT LIKE. WE ALSO SEE YET ANOTHER 
EXAMPLE OF HKG TEXTILE OFFICIALS FIRING FROM THE HIP. THEY 
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HAVE ON A NUMBER OF OCCASIONS THREATENED OR BLUSTERED ABOUT 
TAKING THE USG TO THE TSB DESPITE THE RECORD SHOWING, IN CASE 
AFTER CASE, OF USG MAKING EVERY EFFORT TO MEET EVERY HKG RE- 
QUEST FOR SPECIAL CONSIDERATIONS (E.G., LEISURE SUITS, SHIRT 
MERGERS, SPECIAL CONVERSION FACTORS, ETC.). 

6. HKG FURTHER KNOWS U.S. TEXTILE DEL HAS HEAVY NEGOTIATING 
SCHEDULE IN MONTHS AHEAD AND THAT BRINGING CASE TO TSB ON TWO 
WEEKS NOTICE, WITHOUT ANY PRIOR ENDEAVOR ON ITS PART TO RE- 
SOLVE MATTER INFORMALLY, WILL PLACE U.S. TEXTILE OFFICIALS IN 
MOST DIFFICULT SCHEDULING POSITION. 

7. HKG, IN OUR VIEW, IS SIMPLY NOT ACTING IN A MANNER CON- 
SONANT WITH ITS POSITION AS BIGGEST SINGLE SUPPLIER TO U.S. 

MARKET, AND BODES UNFAVORABLY FOR CONDUCT OF FUTURE TEXTILE 
RELATIONS. HKG IS, OF COURSE, FREE TO BRING MATTER TO TSB: 

ONLY POSSIBLE OUTCOME WILL BE TSB RECOMMENDATION THAT TWO 
PARTIES CONSULT. IF THAT IS TO BE THE ONLY OUTCOME, WHY THEN 
DOES HKG BRING MATTER BEFORE TSB WITHOUT ASKING FOR ANOTHER 
ROUND OF CONSULTATIONS BEFOREHAND? OBVIOUS ANSER APPEARS TO 
BE TO TRUMPET ITS CASE BEFORE OTHERS, A COURSE WHICH CAN ONLY 
POISON FUTURE RELATIONS IN THIS FIELD. 
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